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On Nov. 11, Peru's Special Privatization Committee (Comite Especial de Privatizacion, CEPRI) sold
the state-run Cerro Verde copper mine to the US Cyprus Minerals Company for US$37 million, US
$7 million more than the base price requested by the government in the auction. Cyprus Minerals
also agreed to invest US$485 million in the mine over the next five years, about three times more
than the US$160 million that CEPRI had set as the minimal investment commitment required from
interested buyers. Cerro Verde is the first of a series of mines and mining installations that the
Peruvian government plans to sell off in the next few months, eventually leading to state divestment
of most of the assets now held by the three government mining companies Mineroperu, Tintaya,
and Centromin. The sale of state mines forms part of the government's plan to accelerate the
privatization of most state institutions (see Chronicle 10/14/93 and 11/11/93). Originally, 19 foreign
firms including five US companies had expressed interest in the Cerro Verde mine, but only Cyprus
Minerals actually bid on the day of the auction. CEPRI spokespersons say record-low international
prices for copper, plus the costly investments required to make Cerro Verde more productive,
apparently discouraged the other firms from participating. Representatives of Cyprus Minerals
say that Cerro Verde's estimated 800 million metric tons of ore reserves is the central incentive for
purchasing the mine, since Cerro Verde will in the short term prove very costly to the company.
"Cerro Verde will be very difficult to operate and will require substantial financial commitment
on our part," said Larry Clark, vice president of development at Cyprus Minerals. "Nevertheless,
we believe the mine is still an attractive investment for us." In related developments, CEPRI says
firms from Chile, Japan, South Korea, the US, and Russia have expressed interest in buying some
or all of the state fishing company Pescaperu's installations. Pescaperu which includes 22 fish meal
factories and one fish oil plant will be auctioned off in early January. CEPRI says the privatization
blueprints are about 60% complete. Also, eight foreign consortia are now officially registered to
participate in the January bid for the state telecommunications firms Entelperu (Empresa Nacional
de Telecomunicaciones) and the Lima-based Compania Peruana de Telefonos. The interested
buyers include AT&T, France Telecom, Stet Halin of Germany, Cable and Wireless of London, GTE
International Telecommunications Inc., the US's Southwestern Bell, Telefonica de Espana, and
Korea Telecom. According to CEPRI, the winning bidder will be required to invest at least US$1.5
billion in the companies in the first five years of operation. Meanwhile, the government reports two
new noteworthy foreign investments in Peru. On Nov. 16, the US oil company Petrotech signed a US
$65 million contract for offshore drilling along Peru's northern coast. Last February, Petrotech had
acquired the Talara-based installations of Petromar, the state offshore oil company. Petrotech which
will now begin drilling near the port of Talara, about 600 miles northwest of Lima hopes to extract
about 30,000 barrels of crude per day. US companies Occidental, Mobil, Great Western Resources,
Maple Gas Corporation, and Sapet of China have all signed exploration contracts this year. At
present, Peru produces some 130,000 barrels per day of heavy crude and has known reserves of
about 360 million barrels. Also on Nov. 16 the US hardware store chain Ace Hardware Corporation
announced plans to set up four retail outlets in Lima in 1994. Spokespersons for Ace Hardware
which runs 5,200 stores in 43 countries say that if the Lima outlets are successful, the company
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would consider expanding into other cities in Peru. (Sources: Agence France-Presse, 11/09/93,
11/11-13/93, 11/16/93; Associated Press, 11/16/93)
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